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SUBJECT: Public School Volunteer Credit

SUMVARY

Under the Personal |ncone Tax Law (PITL), this bill would establish a $100 credit
for taxpayers volunteering at |east 40 hours in any public school maintaining
grades ki ndergarten through eight and attended by the taxpayer’s child or

chil dren.

EFFECTI VE DATE

This bill would apply to taxable years begi nning on or after January 1, 1998.

LEG SLATI VE HI STORY

SB 1997 (1998), AB 283 (1997/98), AB 2791, AB 365 (1993/94)

SPECI FI C FI NDI NGS

Current federal and state |aws do not allow a charitabl e deduction or a credit
for the contribution of services. However, both allow a charitabl e deduction for
unr ei nbursed expenses related to rendering contributed services. Deductible

unr ei nbur sed expenses include transportation costs, teaching materials, uniforns,
etc.

This bill would allow a $100 credit for taxpayers volunteering at |east 40 hours
in any public elenmentary or secondary school maintaining kindergarten or any
grades one through eight, attended by the taxpayer’s child or children.

For the purposes of this bill, “taxpayer” would include the spouse of a taxpayer
filing a joint return.

This bill would limt each taxpayer to only one credit regardl ess of the nunber
of children or nunber of schools in which the taxpayer volunteers.
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Since this bill does not specify otherw se, the general rules regarding tax
credits would apply. This tax credit would not reduce regular tax bel ow the
tentative mnimumtax for alternative mninmumtax purposes.

Pol i cy Consi derations

Tax credits generally contain a sunset date so the Legislature may review
their effectiveness. This credit does not contain a sunset date.

This bill would establish a tax policy precedent since tax incentives are
typically allowed only for actual expenses.

The credit for tine volunteered is not restricted to schools in the state of
California.

| npl enrent ati on Consi derations

The department has identified the follow ng inplenentation concerns.
Department staff is available to work with the author’s office to resolve
these and ot her concerns that may be identified.

It is unclear if the author intended that a "child" be a dependent, a
natural born child, a step child, a foster child, etc. A definition
would clarify the author's intent.

It is not clear over what period of time the 40 hours of volunteer tine
woul d be provi ded.

This bill provides a credit for tinme volunteered in any el enentary or
secondary, public school, but does not provide a verification process
certifying how nuch tinme was vol unteered, by whom for what school, and
if the taxpayer’s child or children attended the school. Therefore, this
departnment woul d have difficulty processing this credit.

This bill specifies that for a taxpayer who files a joint return,
"taxpayer" would include the taxpayer's spouse. However, a spouse is
al ready considered a taxpayer. The author's office has indicated that
the intent is tolimt the credit to one per household. This |anguage
shoul d be clarified.

Techni cal Consi derati ons

Tax credit | anguage generally begins with "For each taxable year begi nning
on or after January 1, " so that the operative date is clearly stated
for historical reference.

Each taxpayer is entitled to only one credit under this bill. It should be
clarified whether the author intends this | anguage to nean a one-tine credit
only or one credit per taxable year.
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FI SCAL | MPACT

Departnental Costs

Once inpl enentation concerns are resolved, this bill should not
significantly inpact the department’s costs.

Tax Revenue Esti mate

Based on data and assunptions di scussed bel ow, the revenue inpact fromthis
bill is estimated to be as follows:

Estimat ed Revenue | npact of AB 2735
Enact nent Assuned After June 30, 1998
(In $M11ions)
Fi scal Years 1998/ 99 1999/ 00 2000/ 01
Revenue | npact (16) (16) (17)

Any possi bl e changes in enpl oynent, personal income, or gross state product
that mght result fromthis bill are not taken into account.

Tax Revenue Di scussi on

Revenue | osses woul d depend on the nunber of taxpayers claimng this credit
and their tax liabilities.

For this estimate, it was assuned that only tinme volunteered in California
public schools grades K-8 would qualify for this credit.

According to the Departnent of Education, there were nearly 4 mllion
students enrolled in California public schools grades K-8 in Cctober 1996.
The nunber of volunteers eligible for this credit is not knowmn. 1In order to

estimte the revenue inpact, it was assuned that if, on average, one
vol unteer per each class (average of 25 students) would claimthis credit,
t he magni tude of annual revenue | osses would be on the order of $16 mllion.

BOARD POSI TI ON

Pendi ng.



